
.. 
CONTRACT EXPIRATION DAm: The date the contract expires. Thi 

a contract expiration date was provided on Form 471. 
le for tariff services. 

SITE I D ~ I P I E R :  This will appear only for PRNs listed in Item 16 of your Form 
471. For public schools, the 12-digit NCES code you listed in Item 14 for this 
school site will appear here. 
SLD-assigned entity number will appear here. 

If there is no W S  Code for an fRN in Item 16, the 

6, Form 471, as determined 
. Please note that, during the Problem 
in Col. 10 of Item 15/16 may have been 
n provided about Service Start Date and 

Monthly Costs. 

DISCOUWT PERCENTAGE OVED BY T H E  SLD: This is the discount pate that the SLD 
has approved for thi 

KINDING COMMITMBNT DECISION: This represents the total amount of funding that the 
reserving to reimburse service providers for the discounts for 

hrough June 30, 2000. This figure be different fram the Est 
ual Pre-Discount Cost (Col. 10 of 15/16) times the Percentage 

Discount {Col. 11 of Item 15/16) in the 471 lication. It may be lower because 
of an adjustment determined appropriate by the SLD, such as of the discount 
percentage, or  a denial of discounts and, if so, the accaqpanying comnent will 
explain this difference. The difference may also reflect a reduction from the 
request level made necessary by overall funding limitations, in which case the 
"Funding Status" above will indicate "Partially Funded" or "Unfunded". Whatever 
amount is listed here, it is imp0 t that you and the service provider both 
recognize that the SLD should be iced and the SLD may direct disbursement of 
discounts on only eligible, appro services actually rendered. 

FUNDING COMMITMENT DECISION EXPLANATION: This entry may appear to amp1 
comment in the "Funding Commitment Decision", if the discount request for this 
service is denied for reasons other than "Unfunded" or if the SLD determined that 
some adjustment to the request level was appropriate. 
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1 
. F"DING COMMI%TWN'l hcEPORT FOR APPLICATION NUMB=: 0000148309 

Funding Request Number: 0000299353 P Status: Funded 
SPIN: 143010165 service PFovider Name: Spectrum communications 
Provider Contract Number: RUSD 
Services Ordered: Internal Connections (Sharedl 
Earliest Possible Effective D Discount: 07/01/1999 
Contract Expiration Date: 04/ I 
Pre-discount Cost: $367,807.88 . 1 .  

Wage Approved by the SLD: 671 
ment Decision: $246,431.28 - 471 approved as submitted 

Punding Request M e r :  299 Funding Status: Funded 
SPIN: 143010165 Service Provider Name: Spectrum Communications 
Provider Contract Number: N W S D  
Services Ordered: Internal Connections (Shared) 

Contract Expiration Date: 04/30/2001 
Pre-discount Cost: $49.3.32.51 
Discount Percentage Approved by the SLD: 672 
Funding Commitment Decision: $33,052.78 - 471 approved as submitted 

Funding Request Number: 0000299355 Funding Status: Funded 
SPIN: 143010165 Service Provider Name: Spectrum Communications 
Provider Contract er: PSDSD 
Services Ordered: rnal Connections (Shared) 
Earliest Possible ctive Date of Discount: 07/01/1999 
Contract Bxpiration Date: 04/30/2001 
Pre-discount Cost: $258,943.51 
Discount Percentage Approved by the SLD: 67% 
Funding Commitment Decision: $173,492.15 - 471 approved as submitted 

Funding Request Number: 0000299356 Funding Status: Funded 
SPIN: 143010165 Service P der Name: Spectrum Communications 
Provider Contract Number: CNUS 
Services Ordered: Internal Connections ( S  
Earliest Possible Effective Date of Disco 
Contract Expiration Date: 06/30/2001 

scomt Cost: $501,442.85 
Discount Percentage approved by the SLD: 679 
Funding commitment Decision: $335,966.71 - 471 approved as submitted 

t Possible Effective Date of Discount: 07/01/1999 

99359 Funding Status: FundeU 
ice Provider Name: Spectrum Communications 

Provider Contract Number: SJUSD 
Services Ordered; Internal Connections (Shared3 
Earliest Possible Effective Date of Discount: 07/01/1999 
Contract gxpiration Date: 06/30/2001 
Pre-discount Cost: $113,027.59 
Discount Percentage Approved by the SLD: 67% 
Funding Commitment Decision: $75,728.49 - 471 approved as submitted 

Schools and Libraries Division/USAC 

RCOE 
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FUNDING CfNMI’f” REPORT FOR APPLIIXTIDN “ B E R :  0000148309 

Funding Request Number: 00 99361 Funding Status: Funded 
SPIN: 143010165 Servic ovider Name: Spectrum CommuniCatiOnS 
Provider Contract Number: VVSD 
Services Ordered: Internal Connections (Shared) 
Earliest Possible Effective Date Discount: 07/01/1999 
Contract Expiration pate: 06/30/2 
Pre-discount Cost: $466.577.26 ’, 
Discount Percentage npp the SLD: 67% 
Funding Commitment Decision: $312.606.76 - 471 approved as submitted 

Funding Request Number: 00 3 Funding Status: Funded 

Provider Contract Number: mrUSD 
Services Ordered: Internal Connections (Shared) 
Earliest Possible kffective Date of Discount: 07 
Contract atioa Date: 06/30/2001 
Pre-discount Cost: $129,471.76 
Discount Percentage Approved by the $LD: 67% 
Funding Commitment Decision: $86,746.08 - 471 app d as submitted 

Funding Request Number: 0000299365 Funding Status.: Funded 
SPIN: 143010165 Service Provider Name: Spectrum Communications 
Provider Contract Number: HUSD 
Services Ordered: Internal Connections (Shared) 
Earliest Possible Effective Date of Discount: 07/01/1999 
Contract Expiration Date: 06/30/2001 

SCOunt Cost: $316,498.11 
Discount Percentage Approved by the SLD: 67% 
Funding Commitment Decision: $212,053.73 - 471 approved as submitted 
Funding Request Nuaber: 0000299367 Funding Status: Funded 
SPIN: 143010165 service Prov er Name: Spectrum Communications 
Provider Contract Number: NUSD 
Services Ordered: Internal Connections (Shared) 
Earliest Possible Effective Date of Discount: 07/01/1999 
Contract Expiration Date: 06/30/2001 
Pre-discount Cost: $65,776.68 
Discount Percentage Approved by the SLD: 67% 
Funding Commitment Decision: 544.070.38 - 471 approved as submitted 
Funding Request Number: 0000299368 Funding Status: Funded 
SPIN: 143010165 Service Provider Name: Spectrum Communications 
Provider Contract Number: RSD 
Services Ordered: Internal Connections (Shared) 
Earliest Possible Effective Date of Discount: 07/01/1999 
Contract Expiration Date: 06/30/2001 
Pre-discount Cost: $57,554.60 
Discount Percentage Approved by the SLD: 67% 
Funding Commitment Decision: $38,561.58 - 471 approved as submitted 

Service Provider Name: Spectrum Communications 

RCOE 
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. .  I .  .. e 
COMmITMwpp REPOR'? FOR APPLICATION m E R :  0000148309 

Status: Funded 'hnding Request N&r: 0000299369 
SPIN: 143010165 Service Provider N ctrum communications 
Provider Contract Number: DCUW 
Services Orde : Internal Connections (Shared) 
Earliest Po88 e Effective Date iscount: 07/01/1999 
Contract Expi ion Date: 06/30/2 
Pre-discount Cost: $24, ( *  

tage ApproveB'by the SLD: 672 
ent Decisicn: $16,526.39 - 471 approved as submitted 

Funding Request Number: 0000299370 Pun Status: Funded 
SPIN: 143010165 Service Provider Name: Spectrum Communications 

Services Ordered: Internal Connections (Shared) 
Earliest Possible Effective Date of Discount: 07/01/1999 
Contract Expiration Date: 06/30/2001 
Pre-discount Cost: $468,554.51 
Discount Percentage Approved by the SLD: 67% 
Funding Commitment Decision: $313.932.52 - 471 approved as submitted 

Funding Request Number: 0000299371 Funding Status: Funded 
SPIN: 143010165 Service Provider Name: Spectrum Communicationd 
Provider Contract Number: AUSD 
Services Ordered: Internal Connections (Shared) 
Earliest Possible Effective Date of Discount: 07/01/1999 
Contract Expiration Date: 06 
Pre-discount Cost: $283,609.77 
Discount Percentage Approved the SLD: 67% 
Funding Commitment Decision: 0,018.55 - 471 approved as submitted 
Funding Request Number: 0000299372 ng Status: Funded 
SPIN: 143010165 Service Provider Name: Spectrwn Communications 
Provider Contract Number: JUSD 
Services Ordered: Internal Connectiona (Shared) 
Earliest Possible Effective Date of Discount: 07/01/1999 
Contract Expiration Date: 06/30/2001 
Pre-discount Cost: $324,720.19 

er Contract Number: DSUSD 

count Percentage Approved by the SID: 67% 
ding Commitment Decieion: $217,562.53 - 471 approved as submitted 

-ding Request Number: 0000299373 Funding Status: Funded 
SPIN: 143010265 service Provider Name: Spectrum Communications 
Provider Contract Number: LEUSD 
Services Ordered: Internal Coxmections (Shared) 
Earliest Possible Effective Date of Discount: 07/01/1999 
Contract Expiration Date: 06/30/2001 
Pre-discount Costr $275,387.68 
Discount Percentage Approved by the SLD: 
Funding Commitment Decision: $184,509.75 - 471 approved as submitted 

WOE 
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0 
NG COMMITMENT REPORT FOR APPLICATION m E R :  0000148 

Funding Request  der: 0000299314 Punding Status: Funded , 
'cations SPIN: 143010165 Service Provider Name: Spectrum commull 

Provider Contract Nurnberr CWSD 
Services Qsdered: Internal connections (Shared) 

e Effective Date of Discount: 07/01/1999 
ion Dater 06/30/2001 

Pre-discount Cost: $261,024.12 '. 
Discount Percentage Approved by the SLD: 675 
Funding Commitment Decision: $174,886.16 - 471 approved as submitted 

Funding Request Number: 99375 Funding Status: F 
SPIN: 143010165 Service Provider Name: Spectrum communications 
Provider Contract Number: BUSD 
Services Ordered: Internal Connections (Shared) 
Earliest Possible ~ffective Date of Discount: 07/01/1999 
Contract Expiration Date: 06/30/2001 
Pre-diswunt Cost: $137,693.84 
Discaunt Percentage Approved the SLD: 67% 
Punding Commitment Deci 2,254.87 - 471 approved as submitted 

Funding Request Number: 0000299376 Funding Status: Funded 
SPIN: 143010165 Service Provider Name: Spectrum Communications 
Provider Contract Number: BANUSD 
Services Ordered: Internal Connec red) 
Earliest Possible Effective Date t: 07/01/1999 
Contract Expiration Date: 06/30/ 
Pre-discount Cost: $154,138.01 
Discount Percentage Approved by the SLD: 67% 
Funding Commitment Decision: $103,272.47 - 471 approved as submitted 
Funding Request Number: 0000299377 Funding Status: Funded 

: 143010165 Service Provider Name: Spectrum 
ider Contract Number: PSUSD 

Services Ordered: Internal Connections (Shared) 
Earliest Possible Effective Date of Discount: 07/01/1999 
Contract Expiration Date: 06/30/2001 
Pre-discount Cost: $129,471.76 
Discount Percentage -roved by the SLD: 67% 
Funding Commitment Decision: $86,746.08 - 471 approved as submitted 

Funding Request Number: 0000299378 Fun Status: Funded 
SPIN: 143010165 service Provider Name: Spectrum Communications 
Provider Contract Number: PELEX 
services Ordered: Internal Connections (Shared) 
Earliest Possible Effective Date of Discount: 07/01/1999 
Contract Expiration Date: 06/30/2001 
Pre-discount Coet: $65,776.6a 
Discount Percentage App d by the SLD: 67% 
Funding Commitment Deci : $44,070.38 - 471 approved as submitted 
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F”DIN0 -I= REPOR?‘ FOR APPLICATZON RIJM5ER: 00001483Q9 

Punding Request Nuder: 00 99379 Funding Status: Funded 
SPIN: 143010165 service Provider Name: spectrum communications 
Provider Contract Number: TUSD 
Services Ordered: Internal Connections Ishared) 
Earliest Possible Effective Date of Discount: 07/01/1999 
Contract Expiration Date: 06/30/2001 
Pre-discount Cost: $267,165.60 1 .  

Discount Percentage Approved by t 
-ding Commitment Decision: $179 71 approved as submitted 

Funding Request Number: 0000299381 hurding Status: Funded 
SPIN: 143010165 Service Provider Name: Spectrum Communications 
Provider Contract Number: MZTSD 

ces Ordered: Internal Connections (Shared) 
Earliest Possible Effective Date ob Discount: 07/01 
Contract Expiration Date: 06/30 
Pre-discount Cost: $187,026.35 
Discount Percentaye approved by the SLD: 672 
Funding Commitment Decision: $125,307.65 - 471 approved as submitted 

Funding ’Request Number: 0000299382 Funding Status: Funded 
SPIN: 143010165 Service Provider Name: Spectrum Co cations 
Provider Contract Nurnber: JUSI) 
Services Ordered: Internal Connections (Shared) 
Earliest Possible ctive Date of Discount: 07/01/1999 
Contract Expiration Date: 06/30/2001 
Pre-discount Cost: $589,804.18 
Discount Percentage Approved by the SLD: 67% 
Funding Commitment Decision: $395,168.80 - 471 approved as submitted 

Schools and Libraries Divisi&/USAC Page 9 
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December 2,2003 

Letter of Appeal 
Schools and Libraries Division 
Box 125 - Correspondence Unit 
80 south on Road 
Whippany, NJ 07981 

Re: R i d  Entity Name: Riverside County Office of Education 
Billed Entity Number 143743 
E-Rate Funding Year 1999-2000; FCC Form 471 Application Number: 148309 
Schools and Libraries Division letter dated: October 3,2003 

Dear School rind Libraries Division: 

The law linn of Best, Best & Krieger U P  represents the Riverside Comty Office of 
Mucation (“RCOE”) in this matter and is filing this letter of appeal on its behalf. This appeal 
concerns the letter sent to RCOE on October 3,2003, from the Universal Service Administrative 
Company (“USAC”), Schools and Libraries Division (“SLD).‘ The SLD letter states that SLD 
determined that funds were disbursed in error. The letter asserts that RCOE did not pay a portion 
of the discounted charges for which it was responsible, and demands reimbursement of a portion of 
the moneys paid to Spectrum CoBununications Cab@ Services, Inc. (‘‘Spectrum”), the service 
provider for the contracts in question. SLD’s decision is based on its position that trade-in 
was over-valued, in part because SLD utilizes a later trade-in date thao that used by S 
it valued the equipment. The SID the repayment of $707,521.34 which was 
allegedly erroneously disbursed for &dud school districts. A true and correct 
copy of the letter decision from which RCOE appeals is attached hereto as Exhibit “A” RCOE 
appeals on the ground that any moneys found due and owing to USAC, SLD should be recovered 
from Spectrum, not RCOE. 

RCOE is @mg this appeal because SLD sent a copy of its decision letter to RCOE, and that 
letter did not identrfy the party from which SLD was proposing to recover the allegedly wrongWy 
disbursed funds. The letter does not demand reimbursement &om RCOE or offer any authority 

’ RCOE is informed and believes that this same letter and request from the SLD was also 
sent to Spectrum Communications Cabling Services, Inc. because Spectrum was the Service 
Provider for RCOE and received direct payment from the USAC, SLD for the funding year at 
issue. 

RCOE 
Exhibit D 
Page 1 of7 



LAW omcEs OF e 
BEST BEST & KRIEG, . -LP 

LetterofAppd 
Schools and Libraries Division 
December 2,2003 
Page 2 

* 

supporting an attempt to recover any portion of the allegedly erroneously disbursed &ds from 
RCOE. RCOE requests that the SLD mnfirm that it is not seeking any reimbursement from RCOE. 

The person who can most readily discuss this appeal with the SLD is: 

John E. Brown 
Attorney for Riverside County Office of Education 
Best Best & Krieger LLP 
3750 University Avenue, Suite 400 
Riverside, CA 92507 
Phone, (909) 686-1450 
Facsimile: (909) 686-3083 
E-mail: JEBrown@bbklaw.com 

Factual Backround 

RCOE is a service agency which provides support for 23 school districts within 
Riverside County. As such, RCOE may serve as an agent for the school districts in acquiring federal 

In late 1999, RCOE filed a Federal Communications Commission (‘%%C”) Form 470 
application with USAC as a consortium, on behalfofits school districts, for E-rate Year 2 
The fiscal year for which RCOE sought &ding by that application was 1999-2000. Mer RCOE’s 
FCC Form 470 application was approved, it was posted on the Internet as required by 47 C.F.R 
section 54.504. 

RCOE selected Spectrum &om the interested vendors to be the Service provider for the 
00unty school districts. The decision to select 
had worked with .many ofthe school districts as part of the county’s ‘Xiverlink Project.”2 Rased on 
its work in 1998 on the as,  
Spectrum knew of the existing equipment and technology needs of many of the school districts. The 
decision to dect Spectrum also waa based, in part, on the Gict that Spectrum had experience as an 
E-rate sewice provider. Based on that experience, Spectrum counseled RCOE and the school 
districts that the districts couldtnld.e-in, and Spectnunwould accept, existing equipment3 for the new 
equipment. 

ectnunwas based, in part, on t h e m  that 

nk Project, in which Spectrum suppIied equipment to sch 

* The RCOE Superintendent’s goal ofthe Riverlink Project was to get a majority of 
Riverside County school classrooms connected to the Internet. 

Any equipment traded-in was not purchased with Universal Service Funds (ie, non-E- 
rate funded equipment.). 

RCOE 
Exhibit D 
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33% of the technology M a t i o  
S& provider - S p e c t n ~  - by 

to credit tde- in  

s are as follow: (1) Atvord Wni6 

match amount to Spectrum. 

e application was filed by RC 
the k d k g  and 

hod district was individdlyresponsible 
on with the district schools. Eath s e b l  

district dealt directly with Spectrum to id- its technology needs mdto identify equipment to be 
tradedin Eachschool strict separately negotiated the trade-in value, based in large part on 
Spectrum’s expertise and bodedge in the technology industry and proposed trade-in valuations. 
Eaohschool di~~separatelyissuedpurchaseordersto Spectrum,usingCalisornia‘sMultipieAward 
Schedule (“CMAS”) 00- procedure, to obtainthe services and equipment Uitimatey ordered 

the very short time h u e  available to pmceefl lKith the project for the school districts, RCOE 
e school districts had tb rely on Spectrum’s experience impkmenhg the district’s technology 

gods, awareness of the districts’ existing tecbnoiogy, knowledge of the fair d e t  value of that 

RCOE was that CorodNorco Unified School District and Jurupa U d e d  
School District would both trade in old equipment and make a cash payment to meet their 33% 
match amounts. 

- 3 -  
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In or a r o u n d  October 2001, m e d  Arthur Andersen to conduct an audit of the 
e audit was undertaken with the assistance of WOE, the school districts and 

etrade-invalue placedontheused 
prrrigal ofthe trade& equipment. Based equipment. Spectnunthen 

on the Arthur Andemen au 
report, on or about October 3, sent both WOE and Spectm a letter 

The October 3,2003 letter SLD aUeges that the Universal S 
wsly dis‘bursed” and to the 16 districts listed 

to each district 

“Disbursed Funds Recovery Explanation: Mer a detailed review of 
documentation pertaining to this fundin$ request the SLD has found 

each district] is 
accepted trade-in for the non- 

permitted under the 
rt Mechanism as the 

share of services provided. 

equipment was not purchased with Ikvml  Service Funds. 
ent must be based on the fair 

ennore, the valuation date 
The valuation of the trade-in 
market value of the equipm 
should be the date that service provider 
equipment, but not earlier than the b 
service provider has provided aa indep 

. Using the July 1,1999 value indicated in that appraisal, 
it was determined that the trade-in value was only 

s for each district], which is [dollar amwnt differs for each 
district] less than the non-discounted of [dollar amount differs 
for each district] that the a p p h n t  ated to pay. Since the 
appIicant did not cover [dollar amount Wen for each 
portion of the charges, the corresponding portion of these charges 
paid by SLD must be recovered. At the 67 percent rate of this 
request, that translates to [dollar amount differs for each district]. As 
a result this amount of [dollar amount for each district] 
detertnined to have been erroneously disbursed and must now be 
rmered .”  

- 4 -  
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Bxhibit D 
Page 4 of 7 

- .. 



a higher trade-in value than that reflected in the 

er No. 99-291,’ the FCC 
to schools and libraries where disbursement o f b  
in violations of a statute. TheFCC stated 
rather than schooisand libraries because, 
service providers a d y  receive disbursements of funds &om the universal senice support 
mechanism. @CC Order No. 99-291,IS.) 

In the instant action, akhmgh the SLD has not claimed that the allegedly erroneous 

to pay the discounted charges for eligible services. 

To the extent that SLD establishes that the trade-in values 
the party with mperiorknowledge as to the approp&tefairmaiket 

asse&~~u€experience and expertise as =%rate 
o have knowledge of the ap 

A true and correct copy of FCC Order No. 99-291 is attached herdo as Exhibit ”3.” 

As between Spectrum .and the school districts, RCOE asserts that 
eontractuaUy bound by the trade in value the parties agreed upon and may not recover additional 
h d s  from the districts. 

- 5 -  
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date for purpows of E-rate exchanges. Fw, SpeanUn was the party that received the allegedly 
excess mounts. It is necessary and appropriate thaC,dfunds are to be recovend by USAC, SLD, 
~partym~theoverstataaentoftradamvalucandreceivingthe~~axcessfUadsahould 
be obligated to repay those ~~JIUIS. Thus, the ratiorude stated in FCC Order No. 99-291 should apply 
and USAC should recover any W s  found due and owing *om Specmim. , 

2. Penis unified School District and san Jacinto Uaifiwl School District Did Not 
PartiCiDa teinErateYear2 

Perris Union High School District (“Penis Union HSD”) and San Jacinto Unified School 
District (“Sa Jacinto USD”) were both included in the RCOE FCC Form 471 ConsOrtiUm 
application’, however these two districts chose not to participate after the RCOE application had been 
filed and approved.’ RCOE is informed that Penis Union HSD and San Jacinto USD did not receive 
any new equipment, and did not trade-in any equipment to Spectrum. However, it appears that 
Spectrum submitted invoices to SLD on behalf of these districts bewuse both districts are included 
in the SLD request for recovery of erroneously disbursed funds. To the extent that Spectrum cannot 
document that it actually provided the equipment to Penis Union HSD or San Jacinto USD, SLD 
should direct any request for recovery concerning these two districts to Spectrum 

3. p p  
Rauestecj 

Palm Springs Unified School District (“Palm Springs U S D )  also was included in the RCOE 
FCC Form 471 consortium applicationg, but it did not utilite all of the funding it requested in the 
application. RCOE is informed that Spectrum submitted invoices to SLD on behalf of Palm Spring 
USD for the 1 1 1  amount requested. To the extent that Spectrum cannot document that it actually 
provided the full amount of equipment to Palm Springs USD, RCOE conam that SLD should direct 
any request for recovery of the excess claimed cooceming that district to Spectrum. 

Ill 
Ill 

’ For idenfificatin purposes, Perris Union HSDs Funding Request Number is 299377 
(approved and h d e d  for $86,746) and San jackto 
(approved and 

oonsortiucn application. 

’s Funding Request Number is 299359 

* RCOE provided this information to Arthur Anderson when it audited the RCOE 

For idediixtion purposes, Palm Spring USDs Funding Request Number is 299355 
(approved and funded for $173,492.15.) 

- 6 -  
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Conclusion ' a  

Based on the foregoing, RCOE respe-y requests tkat the SLD reconsider or clarify its 
decision and expressly confirm that it is not seekkg recovery of some or all of the allegedly 
erroneously disbursed funds from RCOE or the school districts. 

Ifyour office has any questions regarding this matter, do not hesitate to contact our 
Thank you for your office at (909) 686-1450 or via e-mail at (TEBrown@bklaw.com>. 

consideration in this matter. 

DATED: December 2,2003 

BY. 3Vb7.- L/t 
Jo& E. Brown 
Jennifer McCreadv 
~ i n a  M. Gonzales- 
Attorneys for Riverside County M i c e  ofEducation 

-1 -  
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Ware %O Is the Endl Hnal Wave of Cundlng Ipepl P- 
Commlonrnts AvaU.#. (u271i~w 

The Schools and Ubrarlcr Dlvkion has &urd Its nnal wave of 
fundlng commitment decblons for the 1998 pmgram year. 
Thls final wave moans: 

Fundlog commitment d.clrion leaam wUI go to Me 696 
d In-the-wlndow appllwnh who had not yet rralvad a 
dedcbn from us. IMonnatlon about these kndlng 
c~nmitmcnLIla nowP0st.d on thb Web Sltc 
( w v m . s l . u n l v e r w ~ ~ . ~ / m ~ ~ ~ c o m ~ ~ ) ,  
and appilcents should ncrlve their letters durlng the 
fobwlng w e e k .  

Letters will also go out to those applicants whwe 
Internal Eonnectbns mqussts were deemed 'as yet 
unfunded" until thk wave. A o d  Internal 
connectlorn requests at the 7b% dkmunt level and 
above will k fundad; we wlll NOT have funds to 
accmmmodate Internal connectlens reauask at or below InE E 0 w 

DEC 0 2  2003 ---3 69% djseount. 

0 We now know Mnitlvely that we will NOT be able 0 
mnridar fer funding any appllestlonr racrhred outslde 
the 75dav wlndow. These wfIJllcants mill be mtlned 



l 

o&r *rats in t h ~  ++. 

,, 

Snrch HM(lllml S.Mw Piwldor -xlsu&M 
Lnt#rrmm by S n H  w2vI0991 

The SLD her added a new seWch funakn to aha M e r  
Area. Tbi5 'Sewice Pmvlder I n f o ~ l a n  by SPZN" search 

pmcaes. Including: 

wAh important lnbrmatlon 
Cment? vhaee of the funding 

I Status of the mitiflcatlon 4 zowb pmvldek SPIN 

pensntaoe of F i b  for which thls company 

e Dater Form 4M NatiflCntbn letters sent to sewlce 

a 
FCDL per Wave 

provider's SPIN 

batters mnt to mlce  pmvlder's SPIN 
Dates BEAR (Eukd Em* Applicant Ralmbunarnant) 

Click here to downhad state repats m the Funding 
CMnmment Dedsions In Wwre hlke, the largest wave of 
letters relead to dm. This Wave wnslSb of 
approximately 3300 funding wmmltmnt &Mons Iettsrr 
W t n g  $323 nrllllon in E-rate funds. The wave Nine reiease 
pushes the totd dollan comrnittetl to over $1.4 billon, covam 
94% of applicants who flied withln the Efate application 
wlndow, and, far Me first time, extends funding to ODver 
Internal mnectlons requests for applcants who quallry for a 
d h u n t  level m low as YO%. 

DI.- A** usrB-..- ----:..- ~.-r.l..l.(- T..- b-.. 



DEC 0 2  2003 Pk... now: Rds form does NOT eiectronlcafly mancmlt 
data to tha SLD, but instead makes your cornpienon of the 
paper form easfer and mater. 

You must have Mobs's free Acrobat Reader 3.01 installed M 
your computer k order to access the Form 486. fl ick here 
for Information on obtaining this &are, as well as speclk 
instructions for dmbadinp tha Form 486 from thk Web 

I RCOE 
Bhibit E 
Page 13 of20 



Please read SLDL 'Hdpful Hints" for USlnp the nm --Ill 
rn6 hint-OUt FOmr 470,471 md U6. 

AppNcltion Wlndow Extandad to -1 6, 
le09 WUlsSp) 

To give you mom tim to prepare your 1998-2000 E-& 
appiicatm, and to ~ncmcm the chances mat y w ~ i  have 
heard a dedsbn on pur 1998 applbtbn Wore you need to 
apply for Y o r  2, tha Schools and Ubrarlw Dlvblon (SLD) of 
the Schools a Ubmrkr (USAC) has Omdally extended the 
dc6ing date ofthe Yaar 2 appUetlon window to 1159 p.m. 
ET on Aprll6,1999. 

I n  d e r  to be wmldered 'k, the window,' you must flie Form 
470, waft 28 days, and then fik Form 471 so that your ent in 
appiics(lon, lnciudlng (111 paper attachnnnts and cemtlcatlons, 
is remived by SLD by 1159 ET on April 6. Technicaiiy, thls 
means that the i&st day to nb Form 470 and complete the 
rest of the process wlUlln the window (0 March 9-but you 
would ham to sign any new contracts, cornpieta and sign 
F O ~  471, and hand-delver it to the SLD om- h L O ~ ~ K C ,  
Kansas all on April 6 If you wabd that long to file Form 470. 
WE STRONGLY RECOMMEND THAT YOU FILE YWR FORM 470 
NO UTER THAN MARC& 5,1999. akk here to b q i n  filling 
out your Form 470 onllne. 

me p m i w s  rowmmended Form 470 filing dam was 
February 5 for a wlndow doding date of March 11. 

Whlle this wlndow extenslon gives you almost a month more 

Iw #Pane 

to stwt and complete yowr Year 2 applkakion, we nrpa you to 
begfn flltng as soon w possible. If you Hle your Form 470 
now, you will: 

Awld the hewlest treffk on our Web dlte 
(Ymwuwm ) and customer service 

GI- our dam enby staff the opportunity to contact you 
to resolve any problems wlth your paper appkxtlons. 

Allow yourselfadequsts tlrm to earnpiate p u r  
Eornpdtlve bidding process and prepare your Form 471 
with care. 

Be among the ea* Form 471 appllcantr to be reviewed 

line @ * 8 / 2 O s - e l m ~  

and acted upon as we move toward fundmg 
mrnrnltments for 1999-2000. 

Otrrsm the PaswYer and Easter holidays that 
irnrnedlatdy precede the Aprlr 6 deadline without 

~ f ~ . a l . l m i v ~  * t ~ h a ~ / l 9 9 9 / 0 2 1 9 9 9 . r s p  12/1/2003 
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I I  a m  I 

harlng to wony about nuhlng y w r  Form 471 
applicstlon and attachmants Into wernlght mall on 
Monday, April 5. 

For help filhp your Form 470 In a t h d y  Iwhlon, phase sea 
'Top 10 Reams You Should FIE Your Year 2 E-- 
AppllcSaon NOW' (atyaw,- or via tax- 
on-demand, 800-959-0733, document t206 )  and the 
bthmmlnq 'Quldc 'nps for F l l i ~  Your Form 470 - Even If 
You Don't Haw a 1998 Fmdlng Letter Y e t "  

Wavo 7 R.cJplmntm d E-r- Funding morpnpc 
W3llSp9) 

Uldc hen to downbad slate raports on the Funding 
Commltmant Dacalons In Wava Seven. Thls Waw consists of 
1,500 funding commllmmt daclrlons Iattera totallng $140 
mllllon in &rate fund.. The oversge commitment In this wave 
is m r  993,300 p a  appllwnt. 

Mom Www to Coma! (mipes) Tpeptpmse 

With the W o w  7 cornmltmcnh plus the number of rppUanls 
n0tm.d that their requests Ould not b. funded (dm to 
ineligible services or Internal connectlor6 below th. discount 
mrwhold), Su) has mponded to more than two-thlrdr of its 
1998 In-thewindow aDdIcants. hwoxlrnatelv $760 mlillon 
has been committed &&ugh WaGSeMn, or'about 40% of 
the available funding. 

W a n  Sawn Is NOT the 1st m e  of E-rate funding 
commibnmk for the year. It  will be followed by two to four 
addlt io~l waves before tha procaw Is concluded. While we 
had hoped to make the vast mujwlty of commitmento by the 
.and of Janwry, and worked dWpntly to do sa, we am also 
committed to provldlng detalW d e w  of w& apptltatlon for 
compHanCP With P m g R m  NteS. W W e  Wpraed t0 do In fhe 
m u m  of our audit3 by both th Ganaml Aaounttng Omcr, 
and hlcewaterhousecoOprs. We am ~ompletlng our final 
review FM each appllwtlon am qwlckw as wa can without 
ss~lfking assursnca of mgrm Wtegdty, and have 
wntlnud to add stWns@wwrcr to expadfb the overidJ 
review process. 

DEC 0 2  2003 

Please wstrh the Su) Web Site (wmv.sl.unlversals%rvkEolg) 
and our NewsRash dlsMbutlon for more Inkmation a b u t  the 
schadula of upconrlcr~ hrndlng cammltments. We are a h  
encouraging all wmnt and potential E-rate applbnk to get 

E-rate pmcess for Year 2. 
their 1999-ZOO0 Form 470 in as 6oon as possible to bcgln the 

h t t p : / E w w w . a l . M ~ c e ~ h ~ / l ~ ~ l 9 9 9 . a s p  12Nuw)3 
.-. - - I RCOE 

Exhibit E 
Page 15 of20 





10/14/2003 

I RCOE 
Exlnbit E 
Psge 11 of 20 



IL*n 

W 
e 
W 

e 

a 
el 
e 
07 
e 
87 
07 
e 
B 
el 
W 
el 
n 
37 
01 
&7 
W 
W 
W 

¶WE 
I 
1 

4 

4 
2 
1 

0 
s 
1 

2 
1 
0 

s 
D 

2 
1 

aa 

a 



INVOICE 

1 H I U  I 

SU, To: 

I KLUE 
Exhiiit E 
Page 19 of 20 



E 



co 
E I 



Before the 

1 
In the Matter of 1 

1 
1 

AdministratM ) 
1 

bY 1 
) 
) 
1 

ew of Wsion of the 

299356,299359,299361,299363, 

erside County Office of Education 

DECLARATION OF IUNA M. GONZALES 

John E. Brown, Bar No. 65322 
Jack B. Clarke, Jr., Bar No. 120496 
Cathy S. Holmes, Bar No. 188702 
Rina M. Gonzales, Bar No. 225 103 
BEST BEST 62 GER LLP 

0 

(951) 686-1450 

Attorneys for 
Riverside County Office of Education 

April 26,2004 
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law finn of Best 

ation (‘RCOE”). 

edge and, if called as a 

ex LLP, attorneys of record for 

The matters set forth in this declaration are within my first hand 

witness, I w d d  be competent to so testify. 

2. On or a b u t  August 3,2004, I received a voicemail message fiom Kristy Caroll 

, Associate General Counsel for the Universal 

to my previous insuiry regarding whether WAC would be 

specifically addressing d Ms. Camdl after reviewing 

the Administrator’s Decision on Appeal dated 

be seeking recovery solely from me that RCOE’s 

ember 2, 2003 was c 

alleged erroneousiy disbursed funds 

not RCOE. As such, RCOE’s letter was not considered as a separate appeal and USACBLD 

would not provide a decision letter to RCOE. 

3. Based onMs. C s clarificatiun, 1 then aotified RCOE that its ent in 

the appeal process was concluded. 

I declare under penalty of Pejury under the laws of  the State of C 

foregoing is m e  and correct and that this declaration was executed in 

April 26,2005. 

Rina M. Gomales 

RVpuBIRMGi692746 1 
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i 
I) 1 

Before the 

* I 
RECEIVED 

CATIORS COMMISSION SEP 0 8 2004 
r n E R 4 L C O  

Wasbgtou, D.C. 20554 

1 ‘ 4  BEST BEST & 
In the Matter of ) 

Request for Review of Decision of the 1 
Universal Service Administrator 1 

1 
bY 1 

1 
Spectrum Communications Cabling 1 
systems, Inc. ) 

) CC Docket NO. 02-6 

s. 299376,299311, 
379,299381,299382,299355, 
356,299359,299361,299363, 

,299310, 
73 

REQUEST FOR REVIEW 

Pierre Pendergrass 
General Counsel 

Services, Inc. 
Spectrum Communications Cable 

226 North Lincoln Avenue 

(909) 273-3114 

August 30,2004 
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Iv. 

i 
? 

S U M Y  ........................................................................................................................ i 
SPECTRUM‘S STINTHEMA TED FOR w ............... 3 
STA OF FACTS ................................................................................................ 3 

A. Riverside’s Request for Funding and Re Agreemeat with Spe 
3. USAC Upheld the SLD’s on that the Trade-In Equipment was 

................................................................... 5 

C. Commission and SLD 9 ............................................................... I 
QuESTI FOR REVIEW .................................................................. 10 

A. ent that Was Traded-In 
........................................... 10 

B. 
then Appiying that Policy Retroactively to Spectrum? ........................................ 12 
1. Exceeded its Authority in Adopting a New 

C Guidance ................................................................ 12 

2. The Administrator Exceeded its on@ in Retroactively 

not Valued Appropriately .. 

What Was the Required Valuation Date for E 
Thrwgh the E-Rate Program in 19991 .......... 

d the Administrator Exceed its Authority by Creating New 

Applying a Later-Adopted SLD Policy to 
...................................... 

C. Kthe FCC Concludes that E-Rate Funds Were Erroneously Dis 
Should the SLD Seek Reimbursement from ide or Spectrum? ................. 20 

D. If the FCC Concludes that E-Rate Funds Were Erroneously Disbursed, Do 
the Facts in this Case W m t  a Waiver of the SLD’s New Policy? ................... 21 

RELEF SOUGHT AND CONCLUSION ...................................................................... 24 
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In March 1999, R 0 P - Riverside countyl everside County Office o 

( “ R i v ~ ~ e ’ ~ ~ n ~ w i t h S ~ C 0 n u n U n i c r r t i o n s C a b ~ i n g  3 

for a variety of services d through the univmal Senrice sapport me-m for the schools 

’9. co 

the fair market vdue of that equipment to the non-discounted 

gram rules, Riverside traded in 

portion of the services Riverside purchased tiom Spectrum. Spectrum, based upon its 

considerable expertise in the purchase and sale of new and used technology e 

calculated the fair market value of Riverside’s trade-in equipment as of March 1999, 

served BS consideration in the parties’ contact. Spectrum’s valuation of the 

substantiated through an independent 

Four years after valuable E-rate services were funded by C and provided by 

Spectrum, the SLD and USAC now contest the E-rate 

the date of the fair market Y 

USAC claim, based upon a new Program rule that was adopted years &er Crate services were 

rendered to Riverside, that the d e - i n  equipment should have been valued at the time the 

equipment changed hands or on the 

not when the parties entered into their contract (IvIarch 1999). 

based upon 

for the traded-in equipment. Specifically, the SLD and 

date of the applicable E-rate year (July 1,19991, 

Riverside and Spectrum complied with all &pplicable FCC and Program rules that were 

effedve in 1999. At that time, there was little guidance available to E-rate participants 

regarding the timing of fair market valuations, or valuation methodologies, for trade-in 

equipment under the E-rate Program. The only icies then in effect required equipment td be 

RCOE 
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[except in the case of equipment that is valued using a 3-year depreciation analysis). S 

only became aware of a potentially new SLD F’rogram 

of the SLD contacted 

in March 2003 when Mr. Fakowitz 

about the trade-in value of Riverside’s . Falkowitz 

asserted that the PCC had 

which indicated that the fair market value of tmded-ii equipment c d d  be calculated using the 

rebuttable presumption tbat 

did not direct the SLD to create a new Progmm rule 

vaImti0rrs for traded-in 

equivalent of new guidelines regarding the timing of valvations for traded-m equipment in 

violation of its charter, 

d the SLD with trade-in values 

has a vseffii life of three years. This 

of fair market 

. It appears USAC has made a policy and created the 

further exceeded their authority when they 

rule regarding the timing of fair market valuations for trade-in equipment to E- 

rate services that were provided years earlier, in 1999-2000. It is a basic tenet of American 

jurisprudence that new precedent is only applied prospectively. The Commission has long 

acknowlerlged this, conduding specifically context of the E-rate Program that new 

.. 
11 



3 
0 

and rules apply to applicants on P going-forward basis. It is unteasonable for Riverside and 

ctnun, exercising good faith and grrun d e s  and general principles of 

contract law, to be penalized for acting reasonably @er the c k ~ e e s  in 1999, eqeciatly 

when there was no conimry FCC or Program guidance regarding the date upon which the fair 

market value of equipment should be established. 

Ifthe FCC concludes that &ate funds s case were emnmusly disbwrsed, such 

es should be wovered from ide because it would not have paid for the entire non- 

discounted portion of the E-rate services it obtained. The Commission has instructed that 

beneficiaries of any FCC or hogram Violation shodd be liable for any reimbursement. The 

harm from rescinding the monies allocated to Riverside in this case, however, far igh 

benefit. Accordingly, 

violation so that Riverside is not irreparably harmed 

ectrum, on behalf of Riverside, requests that the FCC waive any d e  

... 
111 RCOE 
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nunmications cabling S 

decision of the Admi of the Universal S 

vely), issued on JVIY 1,2004,2 

eal sou& reversal of r 

Schools and Libraries Division 1("SLD"') on October 3,2093, seeking 

S700,O in federal that was awarded to R 0 P - Riverside County/ Riverside County 

' 41 C.F.R. 8 54. 

~ e r  from .the Universal S General 
Counsel, Spec&um ator 's 
Decision on Appear'), attached hereto as Exhibit 1. 

Mer fiom Pierre F. s Generat Counsel, Spectrum Commnnicat;ons Cabling 
Services, hrc., to the 
@ec. 2,2003), attached hereto as Exhibit 2. 

ce Administrative Company, Schools and Libraries DiVjsion 
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is relaw behKaea E$%*lImketdw 

1999, when azivarside and Spectcm h e d  their 

the fair market value e’s trade-in esuipment as of July 1,1999, the 

SLD corntend$ tbrtt Spectam should have beghingoftbe 1999-2MJo 

-the fair market value fa &e tradein eqwippest as ofJuly 1,19W based upona 

tbat was adopted by the SLD roughly 3 4  years a k  ttte funding year in 

dl FCC and Program W e s  re1 trade-in eswipaent that 

were applicable in 1999 (i.e., the equipment wm traded for E-rate 

t wtv not previowiy . Thefairinark# 

999 was c0nfimKd by an independent value assessed for 

zegmdiig the timing of determining the fair market value of trade-in 

fol$owed well estabii&ed princ+b.of contract law and v a l d  the trade-in equipment, 

. , the parties 

was essential consideration for the E-rate services, at the time of c 

e Commission should ovemUn USAC’s decision and 

Recovery Mer because: (1) Spectnun and Riverside complied 

regarding trade-in equipment that were in effect in 1999; (2) the SW, and USAC exceeded their 

authority Wmen they adopted a new policy that precludes calculating the fair m&et value of 

traded-in equipment at the time 

the SLD to withdraw the 

participants enter into a contract for services; and (3) 

2 
. 

RCOE 
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. 1 
the SLD and US 

Spechmn and Riverside. 

I. SP TBE MA- PRESENTED FOR 

exwedad their authority by applying 

Bursuant m seaion FCC’s rules: any party Bggrieved by 

the SLD or the 

applicants. Spectrum is an interested party in this case because it i s  the service pv ide r  to whom 

the SLD issued the Recovery Letter seekiag 

Iz STATEMENT OF FACTS. 

strator may appea! that decision, including senrice providers and 

coup more than $700,000 in E-tate funding. 

A. 

Spypectnrm, a privately held corporation founded in 1985, is a provider of information 

erside’s Request for hading and Resuiting Agreement with Spectrum. 

technology products and services. The company’s customer base consists primarily of the 

market, public sector agencies and large healthcare fac 

participated in the &rate Program since 1 

er for approximately 38 different s 

has acted as a service 

erside is a e agency supporting Riverside Couhrty’s 23 school districts and 

ng them with the California Department of Education. erside provides, among other 

services, assistance to its member districts in the deploymat and maintenance of  network and 

telecommunications services. Approximately 6.1 million students were enrolled in 

County in the 2002-2003 school year. 

Riverside formed a cons 

for E-rate Program discounts in 

a Form 470 soliciting proposals fiom prospective service providers for a range of eligible E-rate 

of its member school districts for the purpose of applying 

9-2000 funding year. On March 5,1999, 

47 C.F.R. $- 54.719. 

3 - 
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0 ’1 . e 1 

prodamana9enrices. C o ~ t w i € l l P r O g r a l n n r l e s , t h e ~ d  

intended to We-in’  

abid proposal inlespomse to 

provider fm fhe comim. h the absence of 

guidance on the h i n g  for d&miniag the fai? w k e t  value o f h e  

process at the time of contract formation. 

Spectrum calculated the .fair markei value of Riverside’s equipment, based upon its 

C 

Riverside market. 

pieces of equipment at issue; 

hadbemusedand knowledgeable about the 

staff who had been using the equipment; 

the identity and needs of potential 

e exlwrtige in the purchase and sale of new and used technology equipment in the 

i f i d y ,  Spectrum: (i) had previously sold and installed the spe 

knowledgeable about the manner in 

most importantly, had detailed knowledge 

of the specific pieces of in question. 

As discussed in further detail below, Spectrum’s valuation of the 

ptflties entered into their agreement in March of 1999 was subsequently substantiated by an 

indepenaent third-party appraiser? 

On April 5,1999, Riverside fileda Form 471 wincing its wceptanoe of Spectnaa’s 

proposal and its selection of Spec!mm BS its savice provider fm the 1999-2000 funding year. 

See Appraisal Report €or Spectnun Communic , DMC Consulting Grow (Mar. 2003), 
orandm from Robert Rivera, Spectrum, to Ed Falkowitz, 3chooIs a d  Libraries 

15,2003) (“Appraisal Report”), attached hereto as Exhibit 3. The appraiser, in 
fact, concluded that spectrum’s valuation in March 1999 was slightly less than the hir market 
value of the equipment at that time. 

4 



The eighteea funding request nwbers (‘’FRNs’’) identiiied in the case caption above are 

associated with Riverside’s and Spectrum’s agreement. The total pdiscount  value of the 

agreement for all E-rate services between Riverside, qnd was $5,495,471.70. As 
calculated on the Form 471, 

Consequently, pursuant to Commission and Program rules, Riverside and/or its consortium 

members were required to pay 33 percent, or$1,813,505.66, of the total contract price. Some 

consortium members later decided to retain their equipment and, instead, pay their portion of the 

contract price in cash. The total amount of cash paid to Spectrum was $1 55,996.21. The 

remaining portion of the purchase price owed by Riverside was paid by traded-in equipment. 

ide WBS digibie for a Program discount of 67 percent. 

B. USAC Upbdd the SLD’s Determination that the Trade-In Equipment was 
not Valued Appropriately. 

The SLD contended that the fair market value of Riverside’s traded-in equipment was 

’s non-discounted share for services purchased through the E-rate Program, 

based upon the date the equipment was valued. USAC, upholding the SLD’s determination, 

stated that: 

m h e  trade-in amount was based on the value of the equipment at the time 
of the conbact, which was before the start of the funding year and several 
months before S was set to take possession of the equipment. 
Spectrum provided an independent appraisal indicating the FMV [fair 
market value1 of the equipment as of July 1,1999. SLD has accepted this 
appraisal and detennined that the recovery amounts should be based on 
the date that Spectrum took possession of the equipment, but no earlier 
than the fist day of the funding year. 

The FCC has directed USAC ”to adjust funding commitments made to 
schools and libraries where sbursement of funds associated with those 

result in violations of a federal statute” and to pursue 
ements that were made in violation of a federal 

statute! 

Administrator’s Decision on Appeal at 2. 

5 
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the SLD that the appropriate date for MEuing Riverside's trade-in 

equipment was the ofthe 1993-2000 h d i n g  year 1,1999) and not at the time 

peetrum en- into an a m e n t  ky Grate services (March 1999). Using a 

valuation date of July 1,1999, USAC contends that the total fair market value of the 

COIISO1ZiUm'S equipment was $1, ,159.7 This value was based upon a third-p 

which was requested by the SLD as 

also has an independent appraisal of the fair market value of the trade41 equipment as of 

COIltfaCt n, March 1999, and that this ~ o w s  that s 's appraisal of the 

value of the trade-in equipment in 

rules that were in 

there was no violation of a federal statute in this case, and there 

applicable FCC or USAC 

of an awlit in 2003. to mention that it 

1999 was the fair market value as tequired by Prog~am 

in 1999. Also, contrary to the Adininishrrtor 's Decision on A p u l ,  

nofany 

, rule or guidance with respect to trade-in equipment that was 

applicable to S and Riverside in 1999. The parties complied with all known rules, laws 

and statutes. 

In March 2003, four years after approving Riverside's funding, a h  valuable E-rate 

services were 

fair market value of Riverside's trade-in equipment, 

contacted Speotnrm stating that it was conducting an internal audit regarding the trade-in value 

of Riverside's equipment. To assist the SLD in its 

by Spectrum andrec d by Riverside, and paid for, in part, through the 

Ealkowib, an SLD account manager, 

stigation, and at the SLD's request, ~JI 

's calculations, the total amaunt of matching funds that should have been paid by 
2,155.21 ($1,316,159 in equipmen$ plus $155,996.21 in cash). Based upon 

side to an E-rate digcount of $2988,921.18. USAC pr 
discount, the payment of matching funds in the amount of 

$3,681,966.04, which is $693,044.96 more than it believes it should have disbursed 
($2,988,921.18 in actuaI disbmements minus $1,472,155.21 in alleged appropriate 
disbursements). Inexplicably, however, the Zotal amount USAC seeks to recover is $707,521.34 
-not $693,044.96. 
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